
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26

As published in Budget 2020/21 33.86 31.32 31.79 32.79

As published in Budget 2021/22 29.08 30.73 32.62 33.98

As published in Budget 2022/23 31.68 33.02 34.46 35.51

As published in Budget 2023/24 33.48 34.94 36.29 38.07
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1. Overview of 2023/24 National Department Budget

Increasing 4.4% to R34.9 billion in 2023/24, the budget of the National Department of Human Settlements serves as the 

primary means for government to achieve its goal of integrated, sustainable human settlements. The new budget allocates 

R14.9 billion for the HSDG, while the USDG increases to R8.15 billion and the ISUPG to R8.6 billion. This Focus Note 

examines the 2023 medium term budget of the national department as well as spending to date on 2022/23 allocations, 

with a particular focus on transfers to provinces and municipalities for the implementation of critical housing subsidy 

programmes. The purpose is to identify the critical points from the recently-tabled budget which are important for housing 

sector practitioners.

Figure 1. Budget of National Department of Human 
Settlements, 2019/20 – 2025/26

Vote 33 of the national budget remains a critical pillar for the 

delivery of government’s economic growth and development 

agenda, with human settlements constituting the 9th largest 

national department by budget size. The total budget of the 

National Department of Human Settlements (NDHS) grows 

by 4.4% in 2023/24, to reach R34.942 billion in total. In 

2020/21 the department budget was severely cut by 13.7% 

due to fiscal consolidation in the first year of COVID and the 

national lockdown. Since then, the department has enjoyed a 

steadily increasing allocation, increasing by over 8% last year 

in the 2022/23 budget. After two years of recovery, last year 

the departmental budget caught up to the amount the 

department was receiving back in 2019/20, prior to the 

pandemic, as shown in Figure 1. This trend is set to continue 

with a nominal average annual growth rate of 4.38% over the 

medium term. 

Figure 2 compares the forward estimates published in earlier 

budgets to the actual allocation when the year arrives. The 

2023/24 budget of R34.9 billion is actually an increase of R485 

million compared to the baseline as published in last year’s 

budget. Therefore this year the department is receiving R1.46 

billion more than last year’s adjusted budget, and R485 

million more than was expected for this year. 

FOCUS NOTE: Human Settlements in the 2023/24 Budget
1 March 2023 AlisonTshangana and Luther Jubane

Figure 2. Revisions to baseline of budget of National Department of Human Settlements

Source: National Treasury. 2023 ENE, pg. 639. 2022 ENE, pg. 629. 2021 ENE, pg. 613. 2020 ENE, pg. 523.

Source: National Treasury. 2023 Estimate of National Expenditure 
(ENE), Pg. 641. 
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Figure 3 analyses the department budget by programme. With the creation of the new Informal Settlement 

Upgrading Partnership Grant (ISUPG) in 2021/22, Programme 3, which administers the grant, grows substantially. 

Given that the funds were shifted from the HSDG and USDG in Programme 2, the overall envelope does not change 

significantly. 
Figure 3. Budget of National Department of Human 
Settlements by programme, 2019/20 – 2025/26

Source: 2023 ENE, Pg. 642.

The remaining portions of the departmental budget are for Rental and Social Housing ( 3%), and Affordable 

Housing (2%). The department relies upon the Social Housing Regulatory Authority (SHRA) for the delivery of 

affordable rental housing, with the bulk of the funds transferred to SHRA for the consolidated capital grant, which 

SHRA then transfers to social housing institutions and delivery agents. Finally, Programme 5 supports the National 

Housing Finance Corporation (NHFC) for the administration of the finance‐linked individual subsidy programme

(FLISP), recently rebranded as First Home Finance.

As explained above, the overwhelming majority of the budget of the national department is actually transferred to 

provinces and municipalities as conditional grants—see Section 2. In 2022/23, 91% of the budget is transferred as 

conditional grants, while a further 5% is transferred to the various human settlements entities that fall under the 

department (Section 3).

2. Conditional grants to provinces and municipalities

Given the concurrency of the human settlements function, the national department transfers the majority of its 

budget to municipalities and provinces as its implementing agencies. Provinces are allocated 55% of the 

department budget in conditional grants, while municipalities are set to receive another 36%. With a further 5% 

transferred to entities, the department itself spends just 3% of its total budget.

Table 1 summarises the conditional grants administered by the NDHS in the 2023 MTEF. In 2023/24 the two 

emergency housing conditional grants (one to provinces and one to municipalities) have been discontinued. 

National Treasury reports that the baseline funds from these grants have been shifted or absorbed into the budget 

of the national department beginning in 2023/24.2 Spending on the grant was restricted to emergency housing in 

the immediate aftermath of natural disasters and did not cover the provision of alternative accommodation by 

municipalities in the event of evictions of those who would be rendered homeless. However, the procedures and 

bureaucracy associated with conditional grants made the process to release funds too slow to effectively serve the 

purpose of disaster response. The decision to eliminate the separate grants and instead incorporating the funds into 

the national department’s budget is intended to allow for flexibility and speed in responding to housing 

emergencies.3
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1. Administration

2. Integrated HS Planning & Dev

3. Informal Settlements

4. Rental and Social Housing

5. Affordable Housing

Source: National Treasury. 2023 ENE, Pg. 641. 

Across the medium term, the split between the 

programmes remains about the same: Programme 2, 

Integrated Human Settlements Planning and 

Development, takes the largest share (67%) given 

that its serves as the main delivery programme of the 

department and includes the conditional grants 

which fund provinces and municipalities for 

implementation of national housing subsidy 

programmes, mainly the Integrated Residential 

Development Programme (IRDP).1 98% of the 

budget for this programme flows straight through to 

the provinces and metros.1

Programme 3, Informal Settlements, is the second 

largest programme, accounting for 27% of the 

departmental budget, and is responsible for the 

administration of the ISUPG to both  metros and 

provinces. Similar to Programme 2, all but 2% of the 

budget of Programme 3 is channeled to the other 

spheres who are responsible for implementation.
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2.1 Human Settlements Development Grant (HSDG)

The HSDG is the largest conditional grant in the human settlements sector and the primary tool used to resource 

the provinces to implement the subsidy programmes contained in the National Housing Code. The total HSDG 

grows by 4.8% compared to last year, reaching R14.944 billion in 2023/24.  With a total of R45.86 billion allocated 

over the MTEF, the HSDG increases nominally by an average of 3.5% a year over the medium term.

Figure 4 shows the progression of both the HSDG and the USDG allocations, the two largest human settlements 

conditional grants, over an 8-year period. Although both grants experienced a dip in 2020/21 and 2021/22, they are 

set to slowly recover over the MTEF, although not returning to the levels of 2019/20, prior to the pandemic.

Total in 

2023/24

Change from 

2022/23 

Adjusted 

Budget

Purpose
Transferred 

to
Type of grant

Human Settlements 

Development Grant 

(HSDG)

R14.94 

billion
+ R688 million

Provides funding for the progressive 

realisation of access to adequate 

housing—includes majority of funds for 

implementation of housing programmes

in the National Housing Code

Provinces

Schedule 5, Part A: 

Specific-purpose 

allocations to 

provinces

Urban Settlements 

Development Grant 

(USDG)

R8.15 

billion
+ R797 million

Provides funding to supplement the 

capital revenue of the metros for the 

implementation of infrastructure projects 

that promote equitable, integrated, 

productive, inclusive and sustainable 

urban development

Metros

Schedule 4, Part B: 

Grant to supplement 

the funding of 

functions from 

municipal budgets 

Informal Settlements 

Upgrading 

Partnership Grant 

(ISUPG): Provinces

R4.3 

billion

+ R182 million
Provides funding to facilitate 

programmatic and inclusive approach to 

upgrading informal settlements

Provinces

Schedule 5, Part A: 

Specific-purpose 

allocations to 

provinces

Informal Settlements 

Upgrading 

Partnership Grant 

(ISUPG): 

Municipalities

R4.36 

billion
+ R92 million

Provides funding to facilitate 

programmatic and inclusive and 

municipality-wide approach to upgrading 

informal settlements

Metros

Schedule 5, Part B: 

Specific-purpose 

allocations to 

municipalities 

Source: Division of Revenue Bill, 22 February 2023. Pgs. 44, 48 & 51.

Table 1. Summary of Human Settlements Conditional Grants, 2023/24

Source: National Treasury. 2023 ENE, Pg. 642.

Figure 4. HSDG and USDG allocation, 2018/19-2025/26 The total envelope for the 

HSDG is split between the 

provinces according to a 

formula which contains three 

components. The first 

component carries a 70% 

weight and is the provincial 

share of the total number of 

households living in 

inadequate housing. 

Weighted 20%, the second 

component is based on the 

provincial share of poor 

households with an income 

less than R1 500/month (80%)

2018/19 2019/20 2020/21 2021/22
2022/23
Adjusted

2023/24 2024/25 2025/26

HSDG 18 267 18 780 14 892 13 403 14 256 14 944 15 118 15 796

USDG 11 306 11 655 10 572 7 405 7 352 8 149 8 793 9 343
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and of households with an income of R1 500 – R3 000 /month (20%). The remaining 10% portion is allocated 

according to the number of people in each province.4 All three components are still utilising 2011 Census data. 

With the publication of the 2022 Census data later this year, its likely the formula will produce different results, 

resulting in some changes to the provincial shares of the HSDG. Funds for mining towns and disaster recovery are 

added on top of the provincial allocations after the formula is applied. 

Figure 5 shows the relative shares for each province. Together, Gauteng and KZN are allocated nearly half of the 

entire HSDG. Due to its population and need, Gauteng’s HSDG is over 14 times the size of the province with the 

smallest HSDG, Northern Cape.

Gauteng, 
27.6%

KZN, 
21.0%

Western Cape, 
11.4%

Eastern Cape, 
10.8%

North West, 
8.9%

Mpumalanga, 
6.5%

Limpopo, 
6.3%

Free 
State, 
5.7%

Northern Cape, 
1.9%

Figure 5. Provincial shares of total HSDG, 2023/24

Source: National Treasury. 2023 DORB, Schedule 5, Part A.

R million 2023/24

Gauteng 4 125.84

KZN 3 132.25

Western Cape 1 701.51

Eastern Cape 1 608.52

North West 1 331.76

Mpumalanga  964.28

Limpopo  946.06

Free State  848.10

Northern Cape  285.34

Total 14 943.65

Year to year, the same increase 

has been applied to all the 

provincial allocations: 4.31% in 

2023/24, followed by increases of 

4.5% in both 2024/25 and 

2025/26. The two exceptions are 

KZN and Western Cape. In the 

Western Cape, the allocation 

increased by slightly more than 

the other provinces in 2023/24 

(4.49% instead of 4.31%). 

However in KZN, the provincial 

allocation jumped by 6.71% in 

2023/24, and then fell by 11.4% 

the following year. This was due 

to an injection of funds to KZN 

for emergency housing—see 

below. 

As per the DORB, the HSDG framework contains a number of earmarks and set-asides, which restrict the 

provinces' discretion in allocating the funds:5

• Up to 5% for operational capital budget programme to support project implementation 

• Up to 5% for provision of bulk infrastructure projects for basic services in non-metro municipalities

• Up to 30% for bulk infrastructure, as per framework developed by DHS in consultation with National Treasury

• At least 2% for the implementation of innovative building technologies approved by South African Bureau of 

Standards

In addition, approximately 1.7% of the HSDG, R253 million, is ring-fenced to upgrade human settlements in 

mining towns in four provinces in 2023/24. This is a smaller amount than was dedicated to mining towns in 

2022/23 (R548 million). Finally, R475 million is earmarked for reconstruction and rehabilitation of the 

infrastructure damaged by natural disasters in KZN in 2019.6

Typically, expenditure of the HSDG is good: in 2020/21, 96% of the funds available were spent and in 2021/22, the 

figure was 97%.7 As of 31 January 2023, one month into the last quarter of the financial year, a total of 70% of the 

total R14.57 billion available in HSDG funds for 2022/23 had been spent by the provinces, leaving R4.43 billion to 

be spent in February and March.8

One of the reasons a high expenditure rate is achieved by the year’s end is that the Department, through 

MINMEC, usually elects to shift funds between provinces mid-year, from slower spending provinces to provinces 

with performing projects. In 2022/23, R100 million was stopped from the Free State and Limpopo each, and 

reallocated to Mpumalanga and Northern Cape, as per Sections 18 and 19 of DORA.9 This practice ensures that 

funds are retained by the sector and reallocated where they will be utilized before year end.
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Figure 6. Total available HSDG (2022/23) and percent spent as of 31 January 

2023, by province

2.2 Urban Settlements Development Grant (USDG)

As shown in Figure 5 on page 3, the total USDG allocation increases by 10.8% in 2023/24, to reach R8.15 billion. In 

the 2023 MTEF, the baseline of the USDG has been revised to include an additional R2.2 billion that has been 

added from the Budget Facility for Infrastructure (BFI)10 for two large-scale infrastructure projects in eThekwini 

and Johannesburg:11

• Phase 1 of the Avoca Node Programme in eThekwini which includes upgrading of roads and stormwater 

infrastructure (R88 million in 2023/24; R118 million in 2024/25)

• Lufhereng Mixed Use Development Programme in Johannesburg, which will deliver 30 000 housing units. The 

funds are for municipal connection links for bulk electrical, water, sanitation and roads and stormwater 

infrastructure for the project.t (R385 million in 2024/25; R654 million in 2024/25 and R963 million in 2025/26).
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Source: National Department of Human Settlements. Presentation to  Human Settlements 
Technical MINMEC, 13 February 2023.

Table 2. Delivery of serviced sites and houses/units against 2022/23 annual 

targets, as at 31 December 2022

Source: National Department of Human Settlements. Presentation to Portfolio Committee for 
Human Settlements, 22 February 2023.

Figure  6 shows how much funds 

have been spent of the total 

available for the year (including 

the rollovers and shifted funds) by 

province, ten months into the 

financial year. The highest 

expenditure rates are in North 

West, Limpopo and Northern Cape 

(80% or higher), however it should 

be noted that these provinces 

have smaller allocations to spend. 

The lowest spending is by the Free 

State—at 27%—while the 

provinces with the most HSDG 

funds to spend, Gauteng and KZN, 

are sitting at 67% and 68% 

respectively.

It is important to compare 

expenditure rates to non-financial 

targets in order to get a view of 

value for money. Data for delivery 

as of 31 January 2023 is not 

available publicly, but Table 2 

shows delivery information for one 

month earlier, as of 31 December 

2022. At this point at the end of 

the third quarter, provinces had 

completed 17 647 serviced sites, or 

58% of the total target for 

2022/23. Progress against the 

number of houses/units completed 

was slightly worse: 47% of the 

annual target achieved at the end 

of the 3rd quarter. Given the size of 

their targets, delivery in Gauteng 

and KZN are the provinces to 

watch, as their numbers largely 

determine the sector’s overall 

progress. 

Annual 

target Delivered 

Percent 

achieved

Annual 

target Delivered

Percent 

achieved

Eastern Cape 6 205 2 860 46% 7 879 3 262 41%

Free State 6 130 2 037 33% 2 351  199 8%

Gauteng 10 002 5 142 51% 9 484 3 754 40%

KZN  889 1 810 204% 11 783 7 069 60%

Limpopo 1 484  379 26% 4 522 3 380 75%

Mpumalanga 3 820 2 372 62% 3 437 1 179 34%

Northern Cape  852 1 143 134%  164  148 90%

North West - 1 200 n/a 4 879 2 512 51%

Western Cape 1 164  704 60% 8 463 3 612 43%

Total 30 546 17 647 58% 52 962 25 115 47%

Serviced sites Houses/units
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where the grant originated. As shown in Figure 7, the largest share goes to Johannesburg (20.2%), followed by 

eThekwini (17.5%) and Ekurhuleni (16.4%).  Together the Gauteng metros receive half of the total USDG in 

2023/24. Over the medium term, Johannesburg's share is increasing, while all others' shares are getting slightly 

smaller.

The USDG differs from the HSDG in that it is categorized as a Schedule 4 grant in the DORB, intended to 

supplement the capital revenue of metros, as opposed to being transferred to the municipality for a specific 

purpose designated by the national department (as per Schedule 5 grants). The Schedule 4 designation is intended 

to enable municipalities to use a combination of grant funds and own revenue to develop urban infrastructure and 

integrated human settlements. Metros report on USDG expenditure against their Service Delivery Budget 

Implementation Plan which reports spending on the entire municipal budget. 

In practice, the USDG is administered in the same manner as a Schedule 5 grant, with detailed instructions and 

conditions as laid out in the DORA’s conditional grant framework. After its approval by Council, the USDG plan is 

submitted to both National Treasury and NDHS, and must be approved by NDHS prior to transfer of the first 

tranche.12 In addition to being aligned to the SDBIP, IDP and One Plan (in areas for the District Development 

Model), the USDG plan has to meet a number of specific conditions as set out by the National Department. These 

include the following earmarks:13

• A maximum of 3% may be used to procure capacity to support programme implementation , in line with 

capacity building guideline that have not yet been published by DHS

• At least 50% of USDG must be allocated to water, sanitation, roads, storm water and street lighting

Its important to note that, although the USDG is administered by NDHS, within the metros it is split between 

various departments, and not spent entirely by the Human Settlements departments of the metros. A substantial 

portion of USDG funds are routed to Roads and Stormwater, Water and Sanitation and Electricity upon receipt by 

the metro. This is entirely within the mandate to spend on built environment priorities and infrastructure for 

integrated human settlements, but it does create a more complex situation for reporting and monitoring spending 

across sectors and departments. In 2022/23, one third of the USDG was allocated for water and sanitation, with 

another 25% to housing and human settlements. About 14% was allocated for roads and stormwater infrastructure 

and 13% for  electricity.14

As of 31 January 2023 (7 months into the municipal financial year), in total the metros had spent 35% of the total 

voted USDG funds for 2022/23, leaving just five months to spend the balance of R4.79 billion. As shown in Figure 8, 

Buffalo City reported the highest spend rate of 43%, followed by Cape Town, eThekwini and Johannesburg. 

Mangaung and Ekurhuleni were lagging behind at 26% and 29% respectively. In the past, when there have been 

issues with spending on the USDG (largely due to delays in the pipeline and procurement issues), NDHS

Johannesburg
20.2%

eThekwini
17.5%

Ekurhuleni
16.4%

Tshwane
13.4%

Cape Town
12.4%

Nelson 
Mandela Bay

7.5%

Buffalo City
6.4%

Mangaung
6.3%

R million 2023/24

Johannesburg 1 642.60

eThekwini 1 423.41

Ekurhuleni 1 338.71

Tshwane 1 090.13

Cape Town 1 008.10

Nelson Mandela Bay  614.90

Buffalo City  518.03

Mangaung  513.43

Total 8 149.32

Source: 2023 DORB, Schedule 4, Part B.

Figure 7. Metro shares of total USDG, 2023/24Having been reduced by R3.2 

billion in 2021/22 partly due to 

the shifting of funds into the new 

ISUPG, the global USDG 

allocation is set to recover over 

the medium term, rising by a 

nominal average annual growth 

rate of 8.3%. However in 2025/26, 

it will still fall short of 2020/21 

levels. 

Excluding the BFI funds that are 

added on top, the global USDG 

allocation is split between the 

eight metros according to the 

formula used for the Municipal 

Infrastructure Grant (MIG), from
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Figure 8. Total available USDG (2022/23) and percent spent as of 31 January 2023, 
by metro

Source: National Department of Human Settlements. Presentation to  Portfolio Committee for 
Human Settlements, 22 February 2023.

NB: NMB, Mangaung and CoJ did not submit 
their 31 Jan 2023 preliminary figures.

NDHS has stopped and 

reallocated funds to different 

metros, in terms of sections 18 

and 19 of the DORA. 

On 22 February 2023, the 

Department told the Portfolio 

Committee that they 

recommended that a total of 

R347.5 million (7% of the 

remaining unspent funds) be 

stopped from: Mangaung (R147.5 

million), Ekurhuleni (R100 

million) and eThekwini (R100 

million).15 It remains to be seen if 

these shifts will succeed in 

improving the spending rate for 

the USDG for the current 

financial year. 

2.3 Informal Settlements Upgrading Partnership Grants (ISUPG) for provinces and 
municipalities

The ISUPG is a relatively new grant, first introduced in 2021/22 to intensify efforts to upgrade informal settlements 

in partnership with communities. Prior to that, funds meant for informal settlement upgrading were earmarked in 

the HSDG and USDG, but in order to provide greater focus and to enable better monitoring, the earmarked funds 

from the HSDG and USDG were pulled out into separate Schedule 5A and 5B grants for informal settlements, to be 

transferred to provinces and the metros respectively. 

More specifically the grant is intended to increase investment in in-situ upgrading including the identification of 

informal settlements for upgrades, providing households with security of tenure  and providing municipal 

engineering services. In order to successfully carry out this work, the ISUPG places an emphasis on building 

partnerships with communities. 

As a requirement of the grant, metros must submit a business plan for informal settlements upgrading, which 

includes project descriptions, the project institutional arrangements, a sustainable livelihood implementation 

plan, outputs and targets for services to be delivered, a risk management plan, a procurement plan and cash flow 

projections. The same business planning requirements apply to the provinces; however the grant also requires that 

provinces obtain approval from both the municipal council and the MEC for all informal settlements to be 

upgraded during the specified financial year. 
Figure 9. Total ISUPG allocations to provinces and metros, 

2021/22 – 2025/26

Audited
2021/22

Adjusted
2022/23

2023/24 2024/25 2025/26

Provinces 3 890 4 121 4 303 4 496 4 697

Municipalities 3 945 4 273 4 365 4 561 4 765
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Source: 2023 DORB, Pgs. 85 & 104; 2023 ENE, pg. 642.

As a condition of the grant, at least 70% of 

the provinces and metros’  allocated funds 

must be spent on infrastructure. 

Furthermore, both the provinces and the 

metros must report quarterly and monthly 

on funded projects and their financial 

performance. 

In total, over the MTEF, the two grants 

amass to a little over R27 billion, roughly half 

to provinces and half to the metros. Figure 9 

shows the total yearly allocations, which 

nominally increase an average of 4.1% each 

year over the medium term.
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Figure 10. ISUPG allocations by province and by metro, 2023/24
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The split of ISUPG funds between provinces and metros essentially mirrors the division for the HSDG and USDG 

respectively—provincial and metro allocations for 2022/23 are shown in Figure 10 above. In the coming 2023/24 

financial year, Gauteng province will receive the largest ISUPG allocation for provinces with 28% or R1.23 billion. 

Similarly with the ISUPG allocation for the metros, three of the four metros with the largest shares are the 

Gauteng metros – Ekurhuleni will receive 18% of the total metro grant while Johannesburg receives 16% and 

Tshwane 14%. eThekwini receives the second largest share at 17% ( R759.3 million). 

As might be expected, the initial roll out of the grant saw low expenditure. The 2021/22 audited financial 

outcomes record only R408 million spent from an allocated R3.9 billion to the provinces, comprising only 10.5% 

expenditure.  The metros fared better in the first year, spending R1.8 billion out of the R3.9 billion allocated, or 

46%. 

The latest available spending data for 2022/23 is as of 31 January 2023, one month into the 4th quarter for the 

provinces. At this point, only three provinces had spent more than 75% of the total funds available to them – the 

Eastern Cape (80%), North West (75%) and the Western Cape (77%).  Admittedly infrastructure spending is 

typically ‘lumpy’, but these figures still suggest a slow pace. The Free State reported only 19% expenditure 7 

months into their financial year. Overall, the provinces had spent 58% of the total available funds and 76% of 

transferred funds by 31 January 2023. Figure 11 below shows the provincial expenditure as of 31 January 2023 by 

province, as presented to the Portfolio Committee in February. 
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Source: 2023 DORB, Pgs. 48, 269-274.

Figure 11. ISUPG spending as of 31 January 2023 (10 months into FY), by province 
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Given that the municipal financial year is different than the national and provincial financial year, the 31 January 

2023 spending data only marks 7 months into the financial year for the metros. Similar to the provinces, the 

total available funds for some of the metros changed from the initial voted funds for the ISUPG – Ekurhuleni 

and Cape Town had rollovers of R7 million and R5.4 million respectively while eThekwini had an approved 

adjustment of R92.1 million; and all three metros ultimately had the total funds available to them increase.

Figure 12 above illustrates the 2022/23 expenditure of the metros against the available funds with rollovers and 

adjustments taken into consideration. Overall on 31 January 2023, one month past the midpoint of the 

municipal financial year, only 32% of the total available funds had been spent and 55% of the transferred funds 

were spent. Nelson Mandela Bay and Mangaung had spent the least: 8% and 17% respectively. Ekurhuleni had 

the highest expenditure rate at 43%, while Cape Town recorded 39% spent. 

Figure 12. ISUPG spending as of 31 January 2023 (7 months into FY), by municipality

3. Conclusion

The Budget Speech on 22 February 2023 came in the context of high inflation and increasing interest rates, which 

are putting pressure on home-buyers, home-owners, and tenants. Within the human settlements sector, the last 

year has seen increased attention on improving the up-take of the FLISP subsidy, recently relaunched as First 

Home Finance, and on the upgrading of informal settlements, with the rollout of year 3 of the dedicated 

conditional grant for metros and provinces. In the recent SONA, the President also emphasised the need to 

expedite the provision of title deeds for government-subsidised houses, in order to unlock this asset for poor 

households.

Although human settlements did not feature in the Budget Speech, the Minister of Finance did announce a 10% 

increase in the threshold for transfer fees on purchases of residential property. Previously there were no transfer 

duties for properties valued R1 million or below; as of 1 March 2023, this threshold is increased to R1.1 million, 

meaning that the first 1.1 million of any property purchase is tax-free. This is good news for low income

households looking to purchase homes in this market segment. 

There was also some good news in the budget for the National Department of Human Settlements, which sees a 

R1.46 billion increase in its budget compared to last year, and a planned nominal increase of 4.4% each year over 

the medium term. 
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Interestingly, some provinces saw changes to their initial voted funds in 2022/23 due to rollovers from the year 

before and and/or reallocations of funds from one province to another. Gauteng, Limpopo, Mpumalanga, North 

West and the Western Cape all had rollovers from the previous year which increased spending pressure n 2022/23. 

Furthermore, the Free State and Limpopo respectively had R50 million and R44.7 million of their funds deducted 

and reallocated to the Northern Cape; and Gauteng had R200 million of its funds reallocated to Mpumalanga. 

Source: National Department of 
Human Settlements, Presentation 
to Portfolio Committee for Human 
Settlements, 22 February 2023. 
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The Centre for Affordable Housing Finance in Africa 

(CAHF) is a research NGO whose mission is to expand 

Africa’s housing markets for all of its residents, through 

disseminating research and market intelligence, and 

supporting cross-sector collaborations and a market-

based approach. www.housingfinanceafrica.org
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Figure 13. Actual delivery and annual targets for serviced sites and houses/units, 
2020/21-2023/24

Source: 2020/21 and 2021/22: 2023 DORB; 2022/23: Presentation to Portfolio Committee, 22 
February 2023; 2023/24: 2023 ENE.

Given that housing is a 

concurrent function, reliant on 

all three spheres of government 

for successful service delivery, 

nearly all of the R34.92 billion 

budget of the national 

department is steered to 

provinces (55%), metros (36%) 

and the entities (5%). The 

efficient expenditure of those 

conditional grants and the 

successful leverage of those 

transfers by national to address 

sector priorities is therefore 

critical. As of 31 January, the 

HSDG was 70% spent, 

suggesting that the expenditure 

rate at year’s end will be over 95%, similar to recent years. However, as now seems to be expected, the metros are 

struggling to spend the USDG, requiring some scrambling to ensure the remaining 65% of the funds are spent in 

the last 5 months of the municipal financial year.  

In the end, its not the funds spent, but the changes on the ground which count. Based on numbers presented to 

Parliament by the Department on 22 February, the sector looks on track to deliver on its annual targets for serviced 

sites and houses/units completed. However, if this successfully pans out, and 30 546 serviced sites and 52 96 

houses/units are delivered in 2022/23, it will still mean that the sector must stretch its capacities and do better next 

year, in order to meet goals of 60 000 serviced sites and 60 000 houses in 2023/24. Ultimately, the sector needs to 

move away from these narrow performance indicators in order to better reflect a shifting delivery model, towards 

incremental housing and a more inclusive functioning residential property market.

1 Transfers for the Housing Development Agency (HDA) and the 
Community Schemes Ombuds Service (CSOS) are also found in 
Programme 2. 
2 National Treasury. 2023 Budget Review, pg. 73.
3 2023 Budget Review, W1 Explanatory Memorandum to the 
Division of Revenue, pg. 31.
4 2023 Division of Revenue Bill [B2-2023], pg. 30.
5 2023 DORB, pg. 182.
6 2023 DORB, pgs. 182-183.
7 2023 DORB, pg. 183.
8 Human Settlements Grants Performance as per 31 January 
2023: Preliminaries. Presentation to Human Settlements 
Technical MINMEC, 13 February 2023. 

9 Ibid.
10 The Budget Facility for Infrastructure (BFI) is “a reform to the 
budget process that establishes specialized structures, procedures 
and criteria for committing fiscal resources to public infrastructure 
spending.” 2023 Budget Review, pg. 161.
11 W1 Annexure to 2023 Budget Review, pg. 51.
12 2023 DORB pg. 231.13 Ibid.
14 Delivery Trends / Non-Financial Performance: HSDG and USDG 
for the Period Ended 31 December 2022. Presentation to Portfolio 
Committee for Human Settlements, 22 February 2023. 
15 Municipal Grants Performance as per 31 January 2023: 
Preliminaries. Presentation to Portfolio Committee for Human 
Settlements, 22 February 2023.

CAHF’s work in South Africa is undertaken with the 

support of the Agence Française de Développement 

(AFD)  

http://www.housingfinanceafrica.org/
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